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June 1 ,  1981 
Estimates and Explanation of 1981-82 
S tate Shared Funds for Cities 
Prepared by Ken Joine s ,  Finance Consultan t ,  and 





Gross Receipts Tax (TVA in-lieu taxes) 
Income Tax 
Mixed Drink Tax 
Alcoholic Beverage Tax 
S t ate S treet Aid Fund 
Gasoline and Motor Fuel Tax 
Per Capita* 
Amount 
$ 2 3 . 3 3  
. 43 
2 . 80 




12 . 18 
To provide some background to municipal of ficials regarding state shared 
taxes , a brief summary of each shared tax revenue source is provided along with 
the permitted use of each revenue and schedule of payments to cities . 
Sales Tax - The 4 1 / 2% s tate sales tax is levied on the retail sale or use 
of tangible personal property , rental or lease of tangible personal proper ty , 
and specific service s .  TCA 6 7-3047 provides that twelve and one-half percent 
(12 1 / 2%)  of four-ninths ( 4 / 9 )  o f  the four and one-half percent (4 1 /2%) state 
sales tax are to be allocated to the incorporated municipalities of the state . 
Dis tribution of these revenues to individual cities is based on the propor tion of 
the city ' s  population to the aggregate population of all municipalities in the 
state according to the latest federal census or other census provided by state law. 
Sales tax dis tribution can be used by ci ties for any lawful expenditure . 
Checks are forwarded to ci ties on a monthly basis . 
Beer Tax - TCA 5 7 -5-201 provides for a special privilege tax of $ 3 . 40 per 
thir ty-one ( 31) gallon barrel to be paid by persons manufacturing or dis tributing 
beer in the s tate . Cities receive two-seventeenths ( 2 / 17) of ninety-six percent 
(96%) of revenue collected less two percent ( 2%)  distributed to the Department of 
Mental Health and Mental Retardation to assist municipalit ies in carrying out the 
provisions of the "Comprehensive Alcohol and Drug Treatment Act of 197 3 "  (TCA 
5 7-5-205 ) . These revenues are to b e  considered as general fund revenues.  Checks 
are forwarded to cities semi-annually . 
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TVA Gross Receipts Tax - TCA 6 7-2401 through 6 7-2403 provide that for ty­
eight and one half percent (48  1/2%) o f  any increase in TVA in-lieu-of-tax 
payments paid to the s tate , as compared to payments received by the s tate in 
fiscal year 1 9 7 7 - 7 8 ,  shall be dis tributed to the c i t ies and counties.  An addi­
tional three percent ( 3%)  of  the increase is dis tributed by TVA for "impact" 
monies where TVA construction is affecting a local government .  C i t ies receive 
thirty percent ( 30%) of  the forty-eigh t and one-half percent ( 4 8  1/2%) distri­
bution based on the proportion of  an individual city ' s  population to the popula­
t ion of all incorporated municipali t i es in Tennessee . These revenues are to be 
used for general fund purposes . 
Many c i t ies received TVA in-lieu-of-tax payments from the s tate prior to 
the implementat ion of this per capita d i s tr ibution .  Therefore , i t  is possible 
that a c ity could b e  receiving funds from this source based on one or more of  
three c ircums tances : 
1 .  The city receives funds based on the per capita dis tribution ; 
2 .  The city was receiving TVA in-lieu-of-tax funds from the s tate prior 
to implementation of the per capita d i s t r ibut ion and ,  as a resul t ,  continues to 
receive f unds on a per capita basi s  at a level not less than that b eing rece ived 
in f iscal year 19 7 7-78 ; and/or 
3 .  A city is receiving "impact funds" as a result of TVA construc tion . 
These revenue sources should not b e  confused with in-lieu-of-tax revenues 
rece ived from an electric system owned by a c i t y .  
Income Tax - A s tate income tax (TCA 6 7-2601 e t  seq . )  a t  a ra t e o f  s ix p e r c e n t  
(6%) is levied on income derived from d ividends from s tocks or interest on cer tain 
bonds . Dis tribution of s tate income tax revenues to cities is based on the 
residence of tax-payers paying at the six percent (6%)  rat e .  Where a six p ercent 
(6%) tax-payer lives in an incorporated municipality , three-eigh ths ( 3/8) of that 
s ix percent (6%)  is returned to the c i t y .  These revenue are for general fund 
purposes . Checks are forwarded once a year , generally in Augus t .  
Mixed Drink Tax - TCA 5 7 -4-301 through 57-4-308 provides for license fees 
and a fif teen percent ( 15%) privilege tax for businesses providing on-premise 
alcoholic b everage service . Fif ty percent of the privilege tax is allocated to 
cities and counties . One half ( 1/2) of this fifty  percent (SO%) shall be expended 
and d i s tributed in the same manner as the county property tax for schools i s  
expended and dis tributed . The other one half ( 1/2) shall b e  d i s tributed as 
follows : ( 1) collections of gross receipts collected in unincorporated areas , t o  
the county general fund ; (2)  collections o f  gross receipts in incorporated c i t ie s ,  
towns , t o  the city or tmvn wherein said tax i s  collected . 
Alcoholic Beverage Tax - TCA 5 7-9-115 provides that c i t ies will receive 
ninety percent (90%) of the proceeds from the sale of liquor confiscated in 
accordance with the provisions of TCA 5 7 -9-101 through 5 7-9-20 6 .  Addi tionally ,  
in accordance with TCA 5 7-9-20 1 ,  c i t ies receive 50% o f  the proceeds from the sale 
of vehicles , aircraf ts , or boats confiscated as a result of actions taken pursuant 
to the previously mentioned code sections . 
These revenues are to b e  used for general fund purposes . 
r I 
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Gasoline Inspection Fee - Gasoline and several other petroleum products 
sold , used , or s t ored in the s tate are taxed at a rate of 1¢ per gallon under 
the provisions of "The Special Tax on Petro leum Products Law . "  Of the revenue 
collected , TCA 6 7-3805 provides for the annual distribution of $ 7 , 43 8 , 000 t o  
city governments on a basis of  populat ion . 
This revenue is a general fund revenue t o  be used f or s treet maintenance , 
construction and public transportation purposes . Checks are f orwarded month ly . 
Gasoline and Motor Fuel Tax ( S tate S t reet Aid Revenues) - A portion of  
revenues produced by the nine cent (9¢) per gallon tax on gasoline and the 
twelve cent ( 12¢) motor fuel tax are dis tributed t o  cit ies on the basis of  
population. Together these sources produce revenue commonly called "state 
s treet aid funds . "  S tate s treet aid checks are forwarded monthly . 
These funds must be accounted f or in a separate S tate S treet Aid Fund and 
can only b e  used for s treet maintenance and/or cons truction purposes . An MTAS 
Technical Report is available which describes all permit ted uses . 
*Municipal Population (Estimated 2,639,000) 
The 1980 federal census f igures have b een made available by the U . S . Bureau 
of the Census and were provided to cit ies in an MTAS Technical Bulletin dated 
5 /15/81.  These f igures generally reflect the population basis on which s tate 
shared taxes will be d is tribu ted . 
There are some exceptions to this published population data where the 
figures provided do not indicate precisely the basis upon which s tate shared 
taxes will be distributed , for example : 
1 .  The census f igures published do not contain population added to cities 
as a result of  annexations occurring af ter earl y ,  1980; 
2 .  Incorporations s ince the census was conducted ( in spring,  1980) are not 
reflected ( such as Gruetli-Laager , Farragut ,  e t c . ) in the dat a ;  
3 .  Successful challenges to  population d a t a  i f  sus tained before June 30 , 
1981;  and, 
4 .  Other miscellaneous excep tions . 
Any appeals by c ities regarding the census f igures must be completely resolved 
prior to July 1 ,  1 9 8 1 .  If not ,  the figures published (exceptions noted) will be 
the basis for state-shared tax dis tributions . 
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